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NEW SAS ISSUED —“USING THE WORK OF A SPECIALIST”
In July 1994, the AICPA’s Auditing Standards Board (ASB) issued
SAS No. 73, Using the Work of a Specialist (AICPA, Profes
sional Standards, vol. 1, AU sec. 336). This standard super
sedes SAS No. 11 and is effective for audits of financial state
ments for periods ending on or after December 15, 1994. Early
application of the provisions of this Statement is encouraged.
The new standard is not expected to dramatically change
current practice for auditors who use the work of a specialist
in audits performed in accordance with GAAS. It does, how
ever: (1) clarify the applicability of the guidance; (2) provide
updated examples of situations which might require using
the work of specialists and types of specialists being used
today and; (3) provide guidance when a specialist is related to
the client.
SAS No. 73 applies whenever the auditor uses a specialist’s
work as evidential matter in performing substantive tests to
evaluate material financial statement assertions, irrespective
of whether—

• Management engages or employs the specialist
• Management engages a specialist employed by the auditor’s
firm to provide advisory services, or

• The auditor engages the specialist.
Examples of specialists that an auditor might use in per
forming audits of financial statements are actuaries,
appraisers, engineers, environmental consultants and geolo
gists. The new SAS clarifies that attorneys may also be
considered specialists when they are engaged to provide ser
vices other than those involving the standard letter of inquiry
regarding litigation, claims, or assessments. An example is
when an attorney is engaged to interpret the provisions of a
contractual agreement.
SAS No. 73 does not apply, however, when a specialist
employed by the auditor’s firm participates in the audit. For
example, if the auditor’s firm employs an appraiser and
decides to use that appraiser as part of the audit team to evalu
ate the carrying values of properties, SAS No. 73 would not

apply. In such cases, the auditor should refer to SAS No. 22,
Planning and Supervision (AICPA, Professional Standards,
vol. 1, AU sec. 311). SAS No. 73 is broader in scope than SAS
No. 11 in that it also applies to engagements performed under
SAS No. 62, Special Reports (AICPA, Professional Standards,
vol. 1, AU sec. 623), including special presentations and finan
cial statements using a comprehensive basis of accounting
other than generally accepted accounting principles.
SAS No. 73 recognizes that an auditor’s education and expe
rience provides him or her with knowledge about business
matters in general, but an auditor is not expected to have the
expertise of a person trained for or qualified to engage in the
practice of another profession or occupation. Accordingly,
when an auditor encounters complex or subjective matters
that may be potentially material to the financial statements,
and require special skill or knowledge, the auditor may need
to use the work of a specialist to obtain sufficient competent
evidential matter.
When using a specialist, the auditor should:

• Evaluate the professional qualifications of the specialist.
• Obtain an understanding of the objectives and scope of the
specialist’s work, the methods and assumption used, the
appropriateness of using the specialist’s work for the
intended purpose, and the form and content of the special
ist’s findings.

• Evaluate the relationship of the specialist to the client,
including circumstances that might impair the objectivity of
the specialist.
• Obtain an understanding of the methods and assumptions
used by the specialist, make appropriate test of data pro
vided to the specialist (the extent of the auditor’s tests
would depend on the auditor’s assessment of control risk),
and evaluate whether the specialist’s findings support the
related assertions in the financial statements.
continued on page 2
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(continued from page 1)
an explanatory paragraph or a departure from an unmodi
fied opinion.)

• Apply additional procedures if there is a material difference
between the specialist’s findings and the related assertions
in the financial statements.

To obtain a copy of SAS No. 73, call the AICPA Order Dept.
at 1-800-862-4272, (Product # 060445).

• Not refer to the specialist in his or her report (unless such a
reference will facilitate an understanding of the reason for

TECHNICAL PLAN HIGHLIGHTS
tests, including when the use of analytical procedures is
appropriate, cautions regarding use, and effectiveness of dif
ferent analytical techniques. The task force will evaluate how
analytical procedures may assist in the detection of fraud and
how closely analytical procedures should be tied to the audit
risk model, including whether expectations should be devel
oped. The task force will also make recommendations for
topics to be included in an Auditing Procedures Study on ana
lytical procedures. At the June 1994 ASB meeting, the ASB
determined that the standard should not be revised at the pre
sent time. The task force will develop additional guidance in
the form of an Auditing Procedure Study (APS).

NEW ASB TASK FORCE

Auditing Investments (STAFF AIDE: JEANNE SUMMO). The
Auditing Investments Task Force was formed to revise AU Sec
tion 332, Long Term Investments, and the Interpretation
thereof, “Evidential Matter for the Carrying Amount of Mar
ketable Securities,” to focus on the auditor’s responsibility in
auditing investments (including derivatives) and to be consis
tent with the guidance in Financial Accounting Standards
Board Statement No. 115, Accounting for Certain Invest
ments in Debt and Equity Securities. The task force will
develop guidance for auditors in obtaining evidential matter
to corroborate the existence, ownership, amortized cost, fair
value and classification of investments as well as the related
treatment of gains and losses attributable to such invest
ments. The task force will meet on August 31, 1994 to begin
to address these issues.
SAS TASK FORCES

Auditing “Soft” Accounting Information (JUDITH
SHERINSKY). The task force is examining existing and pro
posed accounting standards that generate “soft” financial
statement information to evaluate the auditability of the infor
mation and to determine what additional guidance auditors
may need to audit this information. The task force is currently
considering the Public Oversight Board’s (POB’s) recommen
dation that the ASB revise the auditor’s standard report to
make the prospective nature of certain accounting estimates
clear and to indicate that estimates may not be achieved. At
the June 1994 ASB meeting, the task force presented argu
ments for and against implementing the POB’s recommended
change to the auditor’s standard report. At the direction of
the ASB, the task force will be comparing the proposed
change to the auditor’s standard report with the disclosure
requirements concerning estimates in the proposed State
ment of Position, Disclosure of Certain Significant Risks
and Uncertainties. Representatives of the task force met
with POB representatives and decided that the task force
should develop a strategic plan that includes various means of
communicating the prospective nature of certain accounting
information to users of financial statements.

Analytical Procedures (J. ERIC NICELY). The Analytical
Procedures Task Force is considering certain issues related to
Statement on Auditing Standards (SAS) No. 56, Analytical
Procedures, to determine whether the standard needs to be
revised. The task force will consider whether to expand SAS
No. 56 to provide additional guidance for practitioners per
forming analytical procedures as part of their substantive

Fraud (JANE MANCINO). A task force has been formed to
consider clarifying the auditor’s responsibility for the detec
tion of fraud, as described in SAS No. 53, Tbe Auditor’s
Responsibility to Detect and Report Errors and Irregulari
ties. In addition, the task force will consider revising factors
that may indicate increased risk of management fraud and
providing separate indicators of employee fraud such as defal
cations. Based on the results of the task force’s
considerations, the task force will evaluate whether the audi
tor’s report needs to be revised. The task force will present
threshold issues to the ASB at its October 1994 meeting.
Internal Control Guidance (J. ERIC NICELY). A task force
was formed to propose necessary revisions to SAS No. 55, Con
sideration of the Internal Control Structure in a Financial
Statement Audit, to reconcile with the Committee of Sponsor
ing Organizations (COSO) of the Treadway Commission’s
Report, Internal Control—Integrated Framework. At the June
1994 ASB meeting, the ASB voted to ballot the task force’s pro
posed revision to SAS No. 55 for issuance as an exposure draft.
The revision will be included in the proposed Omnibus
SAS/SSAE which is expected to be issued in September 1994.

SAS No. 11 Guidance Task Force (JEANNE SUMMO). The
SAS No. 11 Guidance Task Force was formed to consider
whether the guidance in SAS No. 11, Using the Work of a
Specialist, is appropriate. The task force developed a pro
posed revision to SAS No. 11 which incorporates the
conclusions in the two interpretations to SAS No. 11 and also
refines the guidance on using a specialist who is related to
the client. The document was issued as an exposure draft SAS
in April 1993 with a comment period ending June 30, 1993.
At its April 1994 meeting, the ASB approved the document
for issuance as SAS No. 73. A final SAS was issued in July 1994
(see article on page 1).
SAS No. 59 Guidance Task Force (JUDITH SHERINSKY).
The task force is considering issues related to SAS No. 59, The
Auditor’s Consideration of an Entity’s Ability to Continue
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a Going Concern, to determine whether there is a need
for additional guidance in the form of amendment or interpre
tation of SAS No. 59. A proposed footnote to paragraph 13 of
SAS No. 59, prohibiting the use of conditional language in the
auditor’s conclusion about an entity’s ability to continue as a
going concern, will be included in the proposed Omnibus
SAS/SSAE. The task force is currently formulating guidance on
the procedures that should be performed and the factors that
should be considered when determining whether to reissue a
report without a going-concern explanatory paragraph after
such a report has been issued. At the June 1994 ASB meeting,
the task force presented proposed guidance that would
require the auditor to “later-date” such reports rather than
dual-date them. The ASB recommended that the task force
revise the guidance to provide for certain mandatory proce
dures and certain optional procedures that the auditor would
perform when determining whether to eliminate the going
concern paragraph in a reissued report.

SAS No. 68 Revision Task Force (A. LOUISE WILLIAMSON).
A task force was formed to consider revisions to SAS No. 68,
Compliance Auditing Applicable to Governmental Entities
and Other Recipients of Governmental Financial Assistance,
as a result of the issuance of SOP 92-7, Audits of State and
Local Governmental Entities Receiving Federal Financial
Assistance, SOP 92-9, Audits of Not-for-Profit Organizations
Receiving Federal Awards, and the draft proposed Audit and
Accounting Guide, Audits of State and Local Governmental
Units. The task force also considered the effect of proposed
revisions to the General Accounting Office’s (GAO’s) Govern
ment Auditing Standards (Yellow Book) and possible
revisions to the Single Audit Act of 1984 resulting from studies
conducted by the GAO and the President’s Council on
Integrity and Efficiency. The task force presented a draft of
revisions to SAS No. 68 at the December 1993 ASB meeting
and the ASB agreed to ballot the document for issuance as an
exposure draft SAS. An exposure draft SAS was issued May 12,
1994 and the comment period ends July 29,1994.

procedures is permitted. The task force presented two pro
posed statements (one SAS, one Statement on Standards for
Attestation Engagements [SSAE]) for agreed-upon procedures
engagements at the June 1994 ASB meeting and will continue
its discussion at the August 1994 ASB meeting.

Financial Forecasts and Projections (DAN GUY/LINDA
VOLKERT). The Forecasts and Projections Task Force moni
tors and addresses problems encountered in implementing
the guidance in Statement on Standards for Accountants'
Services on Prospective Financial Information, Financial
Forecasts and Projections. An updated AICPA Audit and
Accounting Guide, Guide for Prospective Financial Informa
tion, was published in March 1993.
Reporting on Internal Control (A. LOUISE WILLIAMSON).
In May 1993 the ASB issued SSAE No. 2, Reporting on an
Entity’s Internal Control Structure Over Financial Report
ing, which supersedes SAS No. 30, Reporting on Internal
Accounting Control. SSAE No. 2 is effective for examinations
of management’s assertion when the assertion is as of Decem
ber 15, 1993 or thereafter. The ASB requested that the task
force review SAS No. 58, Reports on Audited Financial State
ments, the Interpretation to SAS No. 8, Other Information in
Documents Containing Audited Financial Statements, and
the Interpretation to SAS No. 30 to determine whether this
guidance needs to be amended as a result of the new SSAE.
The ASB agreed to delete the interpretations to SAS No. 30
and also approved a revised interpretation to SAS No. 8. The
task force has recommended certain revisions to SSAE No. 2
to conform with the Committee of Sponsoring Organizations
of the Treadway Commission’s Report, Internal ControlIntegrated Framework. Here is the status of the task force’s
various projects:
• The ASB voted in April 1994 to ballot the revision to SSAE
No. 2 for issuance as an exposure draft SSAE. At the June
1994 ASB meeting, the ASB determined to include the pro
posed revisions to SSAE No. 2 in the proposed Omnibus
SAS/SSAE. An exposure draft of the Omnibus SAS/SSAE is
expected to be issued in the third quarter of 1994.

SSAE TASK FORCES

Agreed-Upon Procedures (J. ERIC NICELY/A. LOUISE
WILLIAMSON). The Agreed-Upon Procedures Task Force is
considering amendment to or expansion of the performance
and reporting guidance in professional standards dealing with
agreed-upon procedures engagements. The task force is con
sidering guidance concerning the practitioner’s reporting
responsibility for both findings and assurances in such engage
ments. The task force is also considering whether internal
auditors may be used in agreed-upon procedures engagements
and what effect the use of internal auditors would have on
agreed-upon procedures reports. In addition, the task force
has updated the related issues paper that was presented to the
ASB in June 1990 identifying all instances in the professional
standards where negative assurance based on agreed-upon

• The revision to the Interpretation to SAS No. 8 was pub
lished in the May 1994 issue of the Journal ofAccountancy.
• The task force’s proposed revision to SAS No. 58 was
discussed at the June 1994 ASB meeting. The ASB recom
mended the task force continue to evaluate how the
auditor’s standard report should be revised to describe the
auditor’s responsibility for the internal control structure in a
financial statement audit.
SEC Auditing Practice Task Force (JANE MANCINO). The
task force is revising the guidance in the 1987 exposure draft
SSAE, “Examination of Management’s Discussion and Analy
sis,” for issuance as attestation guidance. The task force will
bring issues related to the project to the ASB at its August
1994 meeting. The task force is also considering guidance for
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auditors when requested to provide a comfort letter but
when the criteria in SAS No. 72 for providing a comfort letter
have not been met.
APS TASK FORCES

Audits of Small Businesses (JEANNE SUMMO). The APS
titled Audits of Small Businesses is being revised to reflect SAS
Nos. 53-62. (APSs provide practitioners with non-authoritative
practical assistance concerning auditing procedures.) The
chapters on evaluating internal controls and on performing
analytical procedures will be revised to discuss the implemen
tation of SAS Nos. 55 and 56, Consideration of the Internal
Control Structure in a Financial Statement Audit and Analyt
ical Procedures, respectively, in small business audits. Other
changes will be made throughout the study to provide guid
ance that is consistent with recently-issued standards. The
revised APS will be available in the third quarter of 1994.

Audit Sampling (JEANNE SUMMO). A task force is develop
ing an APS to replace the Audit and Accounting Guide, Audit
Sampling. The APS updates the guide for recently issued
SASs. A final APS is expected to be issued in the third quarter
of 1994.

Computer Auditing (JANE MANCINO). The Computer
Auditing Subcommittee published, in late June, an APS titled
Auditing with Computers. That APS updates the guidance in
the Audit and Accounting Guide, Computer-Assisted Audit
Techniques.
The Subcommittee is also currently drafting the following
three APSs:
• The first, Auditing in Common Computer Environments,
addresses the possible effects of advanced EDP systems on
the auditor’s consideration of the internal control structure
in a financial statement audit. The APS has been approved
for publication and is expected to be issued in late 1994.

• The second APS, Auditing in a Client/Server Environment,
describes client/server computing and its possible effects on
the financial statement audit. This APS is under review for
approval to publish; it is expected to be issued in late 1994.
• The third APS is a joint project with the Canadian Institute
of Chartered Accountants describing Electronic Data Inter
change and Image Processing and their possible effects on
the financial statement audit. This APS is currently being
developed; it is scheduled for publication in 1995.

SAS No. 70 Auditing Procedure Study (JUDITH SHERINSKY). The task force is developing an APS that will provide
guidance to auditors on implementing SAS No. 70, Reports
on the Processing of Transactions by Service Organizations.
The APS will provide guidance to service auditors on per
forming and reporting on a service auditor’s engagement and
to user auditors on using a service auditor’s report in the
audit of the financial statements of a user organization. An
example of a service organization is a bank trust department
that invests and holds assets for employee benefit plans. The
task force is currently considering the threshold for reporting
exceptions in tests of operating effectiveness. The task force

expects to issue the APS in the fourth quarter of 1994.
OTHER TASK FORCES

Accounting and Review Services (JUDITH SHERINSKY).
The Accounting and Review Services Committee met on
February 25, 1994 to discuss the applicability of the State
ments on Standards for Accounting and Review Services
(SSARS) to financial statements included in Medicare Cost
Reports. The ARSC tentatively concluded that the SSARS is
applicable to such financial statements and agreed to launch a
project to determine what other regulatory filings contain
prescribed forms for financial statements that accountants
may be associated with. The ARSC has written to the AICPA
industry committees to obtain this information.
Audit Issues Task Force (JEANNE SUMMO). The Audit
Issues Task Force meets monthly to assist the ASB Chair and
the Auditing Standards Division staff with the technical
review of audit and attestation issues to determine if those
issues require ASB review.

Electronic Evidence (JANE MANCINO). A task force has
been formed to consider whether existing guidance on evi
dential matter in the audit and attest standards is appropriate
given that a significant amount of evidential matter is now
electronic in nature. The task force will evaluate how an audi
tor’s responsibility for the detection of material
misstatements, including fraud, in the financial statements
may be affected by electronic evidence. Finally, the task force
will consider the need for nonauthoritative guidance for audi
tors relating to electronic evidence. The task force is
composed of members of the ASB, the Computer Auditing
Subcommittee, the Information Technology Research Sub
committee, and the Information Technology Practices
Subcommittee.

Environmental Issues Task Force (JUDITH SHERINSKY).
The task force is drafting auditing guidance for inclusion in
the Accounting Standards Division’s proposed Audit and
Accounting Guide, Environmental Liabilities. The task force
will also evaluate, on an on-going basis, the need for auditing
or attestation guidance related to environmental matters and
monitor related activities of other standard-setting bodies. At
its first meeting on June 30, 1994, the task force identified
audit issues to be included in the guide and assigned topics to
task force members.
Joint Task Force on Quality Control Standards (JAMES
CAREY). The task force was formed to consider revisions to
the Statement on Quality Control Standards and the interpre
tations and develop specific recommendations. The task force
will also consider whether Section QC90 of AICPA Profes
sional Standards, “Quality Control Policies and Procedures
for CPA Firms” should be revised and develop specific recom
mendations for revisions to those documents. The task force
last met in June 1994 to address these issues. It anticipates
presenting its tentative recommendations to the AICPA prac
tice monitoring committees at their September 1994
meetings. The task force also plans to present its recommen
dations at the November and December 1994 ASB meetings.

9000 Review Task Force (J. ERIC NICELY). The task force
prepared a proposed Omnibus SAS/SSAE. The ASB voted to
ballot the document for issuance as an exposure draft SAS/
SSAE. Certain proposed changes included in the document
would affect:

• SAS No. 59, The Auditor’s Consideration of an Entity’s
Ability to Continue as a Going Concern
• SAS No. 62, Special Reports
• SSAE No. 1, Attestation Standards

• SAS No. 22, Planning and Supervision

The proposed Omnibus SAS/SSAE exposure draft is
expected to be issued in September 1994.

REMAINING 1994 ASB MEETING DATES
August 2-3, 1994
(New York, NY)

October 4-6,1994
(San Diego, CA)

December 13-15, 1994
(New York, NY)

November 15-17, 1994
(New York, NY)

For information about the ASB meeting agenda, call the AICPA toll free at 1-800-TO-AICPA.
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